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rear Sir or Madan!

He have considered your application vor recognition of exemption from

Federal income tasx under the provisions of section 501(c)(4) of the
Internal Revenuye Code of 1954 and its aprlicable Income Tax
Regulations. Based on the available information» we have determined

that you do not gualify for the reassons set forth on Enclosure T,

Concideration was 3iven to whether vou qualify for exemption under
obthe~ subseclions of sectian 501:c) of the Codes and we have concluded
that you do not.

A3 yeur orgsnization has not established exemption frem Faderal income
taxy it will be necessary for you to file am annusl incone Lax return
or Form 1041 if you are a trust or Form 1120 if youy are 3 corporation
or an  wnincorporated sssociation. Contributions to youw are not
deductible under section 170 of the Coda.

If you are in agreement with our proposed  denialy please sign  snd
return one copy of the enclosed Form 4018, Consent to Froposed Adverse
Action,

You have the right to protest this proposed determination if vyou
believe that it is incorrect. To protestsy you should submit a written
appeal giving the factsy 1aw and other intTormation to support your
position =as explained in the enclosed rublication 892y ‘Exempt
Organizations Appeal Frocedures for. Unagreed Issues®., The appeal must
be submitted within 30 days from the date of thie letier =2nd musd
be signed by one of yéﬂ?‘ principsl officers, You may requést a
hearing with a member of the cffice of the Regional Director of Appeals
when you file your appeasl. If a hearing is requesteds you will he
contacted to srrange 2 date for it. The hearing may be held at the
Regional Offices ory if you request, at  any mutuwslly convenient
District Office. If you are to be represented by someone who is  not
ane of your principal officersy he or she must file a proper power of
sttorney and cotherwise qualify wunder our Conference and Practice
Requirements as set fortn in  Section 601.502 of the Statement of
Frocedural Rules., See Treasury Department Circular No, 230,




If youw do not protest this proposed determination in a8 timely marners
it will be considered by the Internal Revenue Service as a failure +tg
exhaust available administrative remedies. Section 7428(b)(2) of +the
Internal Reverue Code srovides in part that!

i noclaratory judgement or decree  uhder his section shall
not be issued in any proceeding wunless the Tax Courts the
Clezims Courts or the district court of the United BStates for
the District of Columbia determines that +the organizetion
involved has eunhausted administrative remedies avasilable to
it within the Intermnal Revenue Service.

If we do not hear from youw within the time specifiedr this will become
agur final determinastion. In that eventr appropriate State officials
will be notified of this action im accordance with the provisions of
section $104(c) of the Code.

Sincerely yours,

District Director

Enclosurest 3




ENCLOSURE I

Tnformation cubmitted with youwr application shows that _
was incorporated NN i the
state or NN . The Articles of Incorporation state tnat your purpose

is to promote the welfare of its membere by maintaining and i1mproving .
—for the Lanefit of its membercy

and to euercise sll of the rights, duties an’ powers of the owners'
association a3s get  forth in  your Leeclaratiuvns a9t Restrictions for

dgat i I

Your Declaration of Restrictions for
y  states in Article l-Common Areas parvasraph rmouwb: ed B the title
to the Common Areas shall be vested in the Assceis'ine cujec® to the right
and ecssement of enjoyment in and to such Common Ar:.s ty .ir mombers,

Foragraph rumberes B states the Common Areas may be wmsi i for  recreationy
hikingy nature studys picnickings or other Leres for the bernefit of its
members which may be determined by the Associction. %. further states

that a1l residents of the properities under jurisdiction o' the Association
and guwests accompanying said residents shall have equal access to the
Commoun Aress and s8ll facilities located thereon. ..

Section 501(c)(4) of the Coder provides in party that *civic leagues
or organizations nol organized for profit but operated enclusively for
promotion of social welfare® gqualify for recognition of exemption.

Section 1.501(e) () -1{a){(2)(i) of the Income Taxw Segulation, provides
in party that?

+vean Organizastion is operated exclusively tor the
promotion of social welfare it is primavrily engased
in promoting in some way the common jood :md Jeneral
welfare of the people of the comnunity. An
organization embraceqd within Lhis section is one
which is operated primaril, foy the purpose of
bringing about civic belterment and social
improvements.e o, -

Revenue Ruling 74-°7y 1974-1y C.B. 116 states in part?

ve.an nDrganization whose nommon areas use and
enjorwent are controlled and restiricted to members
of the association does not qualify for exemption
under section 301(c)(4) of the Code.

A5 your organization has not established exemption form Federal income
taxs it will be necessary for you to file and annual income: tax return
ion Form 1120,




Howevers it is our opinion that yeur organization is the

described in section 528 and you may elect to fTile wunder section 528 _to

receive certain Lax benefits which, in effects permits the exclusion of
exempt furction incowme. The election by a humeouwners associstion to file
under section 528 is to be made by filing Form 1120-H» U.s., Income Tax
return for Homeowners Acscciations. T

If you agree with our proposed denial: please sign ‘and  return
copy of the enclosed Form 6018y Consent to Froposed Adverse Action.

type

one




